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When the Commission undertook its Review of the registrations _ 

























brokers and salesmen early in January of this year, a policy was 
ermined upon of not releasing to the public its Reasons for cancellations. 
decided to announce the results, but not the Reasons. 

It was not felt that it would be healtly or altogether in the 
parit of charity to hand out details of convictions and misconduct. The 
mmission felt that it did not desire to place these men under additional 
| dicaps if they sought to re-establish themselves in other occupations. 
However the Commission has not found its policy appreciated or 
Pal received by some of the parties. There have been instances where 

[ bxers whose registrations have been cancelled have issued misleading 
|. tements with respect to the Reasons. In some cases more or less 

E zenized attempts have been made to discredit the Commission. In some 
lications there has been Editorial conjecture, entirely erroneous, on 

L Reasons motivating the Commission for some of its decisions. 
Accordingly, the Commission feels that it must alter its 

iginal policy and hand out Reasons for its actions in all cases where 
mecy are written. There is being handed to the Press to-day, along with 
is Statement the written Reasons in all cases where cancellation has 

fen ordered. 

The Commission will have a further release on the progress 


its Review shortly. From now on, the written Reasons will be handed. 


to the Press when Statements are issued. 
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When the Commission undertook its Review of the registrations _ 
of brokers and salesmen early in January of this year, a policy was 
determined upon of not releasing to the public its Reasons for cancellations. 
It decided to announce the results, but not the Reasons. 

It was not felt that it would be healtly or altogether in the 
spirit of charity to hand out details of convictions and misconduct. The 
Commission felt that it did not desire to plece these men under additional 
handicaps if they sought to re-establish themselves in other occupations. 

However the Commission has not found its policy appreciated or 
well received by some of the parties. There have been instances where 
brokers whose registrations have been cancelled have issued misleading 
statements with respect to the Reasons. In some cases more or less 
organized attempts have been made to discredit the Commission. In some 
publications there has been Editorial conjecture, entirely erroneous, on 
the Reasons motivating the Commission for some of its decisions. 

Accordingly, the Commission feels that it must alter its 
original policy and hand out Reasons for its actions in all cases where 
they are written. There is being handed to the Press to-day, along with 
this Statement the written Reasons in all cases where cancellation has 
been ordered. 

The Commission will have a further release on the progress 


of its Review shortly. From now on, the written Reasons will be handed 


out to the Press when Statements are issuede 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 
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THE SECU:.ITIES ACT, 1945 
RE We Re MANNING & COMPANY - We. Re MANNING 
JUDGMENT ON APPEAL FROM THE CHAIRMAN 
Hearing February L5th, 1946 


This is a Review by the full Commission of a decision of the Chairman 
cancelling the registretion of the above-named brokerage firm. 


As the result of complaints conceming an Informational Bulletin and an 
advertisement appearing in The Quebec Miner under dete of November 16, 1945 with 
respect to the sheres of Chesgo Mines Limited, an Investigation was ordered and 
Menning was examined wnder oath. 


There appeared in the circular and in the advertisement the following:- 


EXCERPTS FROM REPORT OF ONTARIO GOVERNMENT GHOLOCISTs 

H.C. Laird in the 41st Annual Report of the 

Ontario Department of Mines, which states: 
"The geology in this district is generally regarded 
as by far the most favorable for the finding of gold 
deposits, as it is elmost exactly similar to the formation 
in the Kirkland Lake eres to the east with its wonderful 
Gold MiIne€Se n 


The examination under oath clearly disclosed thet the words attributed to 
Dr. Laird in guotes were in fact never used by Dr. Laird, «nd to that extent at any 
rate, the circular «nd the advertisement were false and misleading. 


Menning'!s explenation was to the effect that some Ingineering reports and 
other reports on the property when in the ownership of Buffalo-—Ontario Gold Mining 
Company Limited had been turned over to one, P.WeGraham, Financiel Publicity 
Counsel end that Graham was responsible for the statement attributed to Dr. Leird 
and wes also responsible for it appearing in quotes. Graham wrote a letter to 


somewhat the seme effect. 


On the strength of the evidence obtained at the Investigation, the Chairmen 
took the view that the Bulletin and advertisement were definitely felse and mis- 
leading and that a broker could not be allowed to evade his very serious reées— 
ponsibility to the public by merely explaining that he had retained Finencial 
Counsel who had mede an crror. Accordingly, the Chairmen issved his Order 
csneclling Menning's registration as a broker. 


Since under ths Act the Chairman's decisions are subject to review by the 
full Commission, the whole matter on the evplication of the broksr has been heard 
de novo. 


We are all in accord that the evidence given at the original investigation 
fully justified some disciplinary action by the Chairmen. The question for us to 
decide is whether in the circumstances cancellation ig the action which should be 
taken. 


Under the present Act and even et Common Lew a seller of securities is 
bound to make full, plain and true disclosure of all material facts relevant to 
the securities offered. There can be no question that the circular and. 
advertisement were false in the quotation attributed to Dr. Laird and it is not 
without significance that Dr. Laird is referred to as an Ontario Government 
Geologist and that the words used are referred to as an Excerpt from the 4lst 


Annual Report of the Ontario Department of Mines. 


The evidence of iilanning and Graham taken at the Review disclosed 4 
complete attitude of irresponsibility on the part of Manning towards the public, 
He took options on the stock of Chesgo Wines Limited without obtaining any 
independent report from a Mining Ingincere He does not appear to have consulted 
one at all. He simply accepted an old report made by one, Dunham who is said 
to be a Mining Ingineer but who appears to have been what one might describe as 
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a gales engineer since the report contained this statements;-— 


NT think it would be difficult to find in Canada a property 
am more favoreble geology anc ors indicetions than exist 
the group of cleims now held by this Company." 


There was also a report seid to heve come from one, McLean who may or may 
not heve been an Engineer of some kind, 


according to the evidence. These 
reports together with one ae ones Resear 


ch Corporation, made fairly recently, 


were simply handed over to sham to prepare en attractive Bulletin to incuce 
the public to buy shares. ALI in eli, the whole procedure indicates a 
complete irresponsiollity, evon a recklessness about representations. All 
Menning appeers to have shovm any particular interest in was securing money 
for nis own profits, The public has been paying .25¢ to .41¢ a share for 
shares taken down by Menning at .08¢. The property may be s good one, we 
cannot say otherwiss. But we cea the public is entitled to Imow ell of the 
material fects connec Sree ie the venture and this the Bulletin and the 
edvertigement do not accomplish 


Gonsidering all of the evidence before us, we are all of the opinion 
that the Bulletin end the advertisement contain false end misleacing 
statements end that Manning has displayed « recklessness not consistent with 
his duty of full Gisclesure that can only lead to the conclusion that he 
belongs tc the class of brokers whose ivresponsibility has tended to bring 

he mining market into disrepute. 


Accordingly, we belisve that the original decision of the Cheirman 


mae be sustained «nd the registration cancelled, 
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RE NORMAN WOURIN, SALESMAN 
eta { ON REVIEK 


Hearing January 4, 1946 








This is an application to the Commission for Review of the Registrar's 


rmiling of December 7, 1945 refusing tue applicant's trensfer as a salesmen 


from Messre.C. ii. Nash and Company to HMessis. KR. Homilton ‘and Compeny and also 


cancelling tne applicent's registretion with the Commission. 

We have elreacy in the Iven Israel case expressed our interpretation 
of the cuties imposed upon us by Section 82 end Section 10 of the Act. It 
is unnecessary to repent. We have also in the Tersel case express sed our 
view as to how these applications shold be approached by ute 

Ye refrein from going into particulars except to m ention that Bourin 
in his written application to the former Commission fe iled to disclose that 
he had been convicted of keeving e Betting flouss and that his constent 


changing of employers is very Suspicious. 


VU 


We do not consider him at cll a qualified person to be registered 
as a salesman. 
We sre ell of the opinion that the Registrar's decision must be 


sustained, Judgment accordingly 


January 11, 1946, 
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THE SUCURIETES ACT, 1945 
RE IVAN ISRAEL, SALESMAN 
JUDGUENT ON REVIEW 


Hearing January 4, 1946 


eee aa oe 





This is en application to the full Comnission for Review of the 
Registrar's ruling of December 7th, 1945 refusing the applicant's transfer 
as a selesmen from Messrs. CB. Uepburn and Company to Messrs. GH. Wood 


and Company anc also cencelling tne applicant's registra ‘ion with the 


Commission. 


The Commission is of the opinion thet Section 
a duty on it to review all registrations made under 


in Going so it is not bound in any way by decisions 


82 of the Act imposes 
the former Act and that 


of Registrars or 


Comumiseioners under any former Act. These ere only matters of evidences 

Furthermore ve are all of the opinion that under Section 10 of the 
Act there is a duty imposed upon us to suspend or cencel any registration 
when in our opinion such action is in the public interest. 
What ig or is not in the public interest is somewhat difficult of 
precise definition. We feel we must take everything into consideration 
including our ovm general lnowLedge not specifically dealt with in evicence. 
In other words the duty that is imposed upon us in these cases is to protect 
the generel public. 

Accordingly we do not base our judgaent only on the evidence that tite 
he is an 


applicent hes been convicted in the State of New York or that 


American citizen who has failed to establish a true residence in this Province 
or that he has been in trouble with the Inmigration cuthorities oF that he has 
taken part in trensacttons deelt with by former Commissions where restitution 
has been mace by his employers. We have had the advantage of hearing his 
story and observing Gin under Examination and have formed an unfavourable 
impression. 

We are unanimously of the opinion taat the Registrer'!s decision must 


be sustained. Judgment accordingly. 


Jenuary 11, 1946. 
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THE SECURITIES ACT - 1945 
RE HARRY Lh. LESTER -— SALESMAN 
Hearing February 18, 1946 


RE JULIUS LEVINE - SALESMAN 
Hearing Fobruary 21, 1946 


JUDGHENT ON REVIEW 


On this Review of the registrations of the above-named salesmen, 
we heve decided to make the one sect of Reasons apply to both. Until they were 
reinstated in August, 1944, they worked together as a team. Generally speeking, 
in all questionable activities on record with the Commjssion when one was in 
difficulties the other wes in the seme difficulties. We heard the cases 
separately but feel that in the circumstances one set of Reasons will doe 

Both have been convicted in the Criminal Courts on two different 
occasions. Both convictions hac to do with the sale of securities. 

Generally their selling methods in the cases complained of follow a steady 
pattern of high pressures Indeed it would be difficult to find any 
better examples of true high pressure salesmenship and overreaching than 
what is to be found in the evidence before us. 

Their manner of giving their explanations and the explanations 
given impressed us most unfavourably. A former Commissioner wrote their 
solicitor on December 30th, 1945 "As a result of our previous experience 
with them they are certainly not the type of person who should be selling 
securities." We egree and ere somewhat puzzled as to why there should heve 
been any chenge of viewpoint when they were reinstated in August, 1944. 

We are cll very definitely of the opinion that it is not in the 
public interest that these men should continue to hola registrations es 


salesmen. Accordingly, their registrations ere cencolleds 


February 27th, 1946, 
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THE SECURITIES ACT, 1945 
GAPNET J. PARR -— SALESMAN 
REVIEW OF REGISTRATION 
Hearing llth Februery, 1946 





This is » review of Mr. Parr's registration as a salesmen. 


Parr was warned in September, 1938, following a complaint by The 
British Mortgage Company on behalf of a holder of the Trust Company's 
guaranteed investment certificates. Further complaints have heen nade 
with reference to the Mason, Becton, Anthony end James transections following 
the activities in Agawa in the Spring end Summer of 1939, His registration 
was suspended in September, 1939, as e result of the first three complaints. 
The James transaction had not as yet come io the attention of the Commission. 


He was shortly reinstated, the only apparent reezson for immediate 
reinstatement would seem to be in order to afford him an opportunity to 
make restitution. The transactions in question are of low order. Parr 
in fact cid not attempt to justify thems but sought to place the blame 
upon different salesmen who worked with him. He also pleaded inexpericnce, 
It, should be noted that he was first grented a license in 1956, and tha+ 
he hac elready been werned regarding his methods. The objectionable 
tactics employed in the Beaton and James cases are not the result of 
experience or lack of expericnce; but are extreme cases of over-reaching. 


He was convicted on the 15th of November, 1940 for violation of 
the Securities Act end fined $300.00. His registration was suspended 
ain reinstated, 


His chief submission now is that he hes mended his ways, end points 
to the lack of complaints since his conviction in 1940, We ere not 
favorably impressed either with Mr, Parr or his submission. He has been 
previously werned and has been uncer suspension twice, and has readily 
adoptec improper sales methods. The lack of complaints moy be attributable 
to market conditions over the period. Under different conditions we 
consider he would revert to his earlier methods, 


The registration should be ecsncelled. 


February 27, 1946. 
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THE SECURITIES ACT, 1945 
BH. Ae MORTON - SALESMAN 
JUDGMENT ON APPEAL FROM THE REGISTRAR 
Hearing February lst, 1946 








This is en appesl from the Ruling of the Registrar refusing to 
transfer Morton's registretion end recommending that his registretion be 
cancelled. 


HA. Morton, as his name now is by Deed Poll was registered as a 
broker in 1930 at the age of sixteen. In 1934 he was charged with fraud 
connected with the sale of securities, end on Jenuary élst, 1955, was 
convicteé and sentenced to six months determinate snd six months indeter- 
minate, and served from two or three months of his sentence. He cleims that 
his lawyer was given $200.00 in order to appeal his sentence, bus that his 
lawyer did nothing. The lawyer in question is now dead. 


Morton applied for registration as a broker on the 8th day of 
December, 1942. The application was grented on the same day. He explained 
to the Comaission at the time that he had been in the jobbing business 
during most of the time prior to the outbreak of wer, but since the outbreak 
of war had been engaged for a considerable time in activities, the nature 
of which he was bound under oath not to divulge. He even suggested that he 
would see Chief of Police Dreper, in order thet the Chief of Police might 
explain the situation to the Commission. But nothing came of this, the 
suggestion was apparently overlooked, Morton still insists that he is 
bound by an oath of secrecy. 


We are not concernec as to whether he was engeged on any secret 
mission. We are, however, concerned with the fact that there is no actual 
record of his employment over e period of years, we are not entitled to 
assume that his statement is false, but we are, at least, skeptical and 
feel that it would be « very simple matter for Morton to give us through 
one of his superiors some assurance of the truth of his story. 


We do not propose to review the sentence of a Court of competent 
jurisdiction. The only mitigating circumstance respecting this 
conviction, which would normally call for consideration is his age at the 
time of the offence. But this may be ruled out, when he hed already 
had some four years experience in the brekerage business. 


There is nothing tengible, which would tend to offset his otherwise 
unsatisfactory record. His personal characteristics do not assisv his 
1 


cause; on the contrary they invite ceution in dealing with a person wno 
managed to obtain a broker's license at the age of sixteen. He hes 


ability of a kind, which if directed in the wrong direction would be a 
gerious menace to the public. There is no real evidence that it has ever 


been fully directed in the right direction. Ve cannot, on the strength 
of the material before us teke the grave responsibility of continuing his 
registration. 


The eppesl is dismissed. 


February 27, 1946, 
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THE SECURITIES ACT, 1945 
RE ALLEN E. ROSIN (A. E, ROSEN & COMPANY) 
JUDGMENT ON REVIEW 
Hearing Jenuary coth, 1946 





Rosen's ease hes caused us considersble difficulty. However, we 
have come to the conclusion finally that his registration as ea broker must 
be cancelled, 


He obtained registration as 4 generel broker on October 5, 1944, 
In his application he disclosed two convictions in the Province of Quebec, 
one in 1937 for acting as a broker without « license and the other in 
1941 for selling an unregistered security. 


He had been registered as a selesmen in 1941 and had a lot of 
experience in the securities business prior to tnat. He is en Americen 
citizen by birth although he is now e Canadien citizen by Neturalization. 
Prior to coming to this country he had registration as = salesman with 
some six different brokerege houses in New York and Chicago, ‘We cannot 
but consider, having in mind his experience, that he likely well knew what 
he was doing when he violeted Quebec Securities laws. In other words, 
his violation can hardly be deseribed as merely teclmical. 


In addition to this, wnile he was acquitted on the charge, he was 
tried for conspiracy to import United States securities into Canada without 
permission of the Foreign Exchange Control Board, This was in 1941, 

At the trial be eppears to have teken the position thet he was only a broker 
in the transection in question. Ou the investigation before us he took 
much the game position. He made no denial of being mixed up in the 


2 


transection as « result of which the charge wes laid, 


There is another important point involved in connection with his 
applicetion for a brokersge registration. In a letter accompanying the 
application, his sol’ citor put the matter in these words "He has excellent 
connections with brokers and finencicl institutions and while he does not 
intend to engage in the direct sale of stock to the public, he hes folt 
that he should be licensed as 2 broker so that he might be free to carry 
on his activities as an underwriter and promoter without fear of tecmical 
violation of the Act because of his finencing transactions," 


We do not believe that a broker's registration should ever be 
grantec on such terms. Hither a broker is one who intends to deal with 
the public in the terms of the definition in the Act, or he is not. We do 
not think the Comaission should teke any power to grant brokers' registrations 
to people who merely wish to provide a defence in the case of illegal 
activities as underwrite: s or promoters. 

Accordingly, we are all of the opinion that the registration should 
be cencelled, 


February 4th, 1946. 
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THE SUCUMITIES 4cT, 1945 
RE J: MRS ROSE 
JUDGMENT ON APPEL, FROM THE REGISTRAR 
He: ring Jenuery 2k, 1946 


Se oentanesasmnenanete ahaeenanmennenenemnemnmne aan imam 

This is an eppeel to the Commission by the above-nemed salesman From @ 
ruling by the Registrar refusing his transfer from onc brokerage house to enother 
ond cancelling his registration vith the Commission. The Appellant has a long 
record of transections in selling securities to the public which former Commissio 


have required him to reverse and make restitution. At least one of these trans~ 


actions oecurred before November, 1956 when the 2zppollant, then in Hiontreel Largely 


because of a threatened prosecution in Ontario, wrote the Commissioner a letter 
full of promises to comply with The Securities 2ct if “18 registretion was 
restored. During this very period when in Montreal he sppears to have been con 
victed end fined for gslling securities without « license contrery to the laws of 
Quebec. On March 2, 1937 his registration . as restored largely on his own 
representations and promises to the Commission. 

However, after his restoration to good stending he continued to get into 
trouble because of his selling methods end move then once wes compelled to mexe 
restitution. There is little doubt that he had no scruples ebout aggressively 
selling highly speculative stocks to people who because off age or other conditions 
he must have know could not afford to apeculate. In one such cease the customer 
was completely wiped out and efter the event he gave her a gratuity of some five 
hundred dollars. 

The Appellent was able to produce a grest numper ol cheractsr testimonials 
at the Heering. We prefer vo consider the case on the facts. ‘the only comuaent 
we heve to meke on the testimonials is that they appear to be as reckless as they 

effusive. 

On she record we are all of the opinion that there is little chence of the 
Appellent cigscontinuing his overreaching methods of selesmanship if granted 


registration. Accordingly, the ruling of the Regkstrar must be upheld and the 


registration cencelled. 


January 29th, 1946. 
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THE SECURTTIES AUT, 1945 
JACK ROSEN - SALESMAN 
JUDGMEN' ON REVIEW 


Hearing January 17th, 1946, 





Se cee eee 


This is an appeal from the Registrar's refusal to register Rosen as a 
selesman. 


Normally there would be no feasible reason for Rosen, at the age of thirty- 
two giving up bis trede «s a Presser and engaging in the sale of securities. 
The reason he edvances is that owing to injuries he received in the course of 
Wilitary treining he is unfitted for his former employment. ‘The extent and nature 
of such injuries is no doubt « matter of record, and as a matter of procedure 
records of this type should be produced by an epplicent, if they are likely. to 
have any bearing on the ultimate result. In vie. of the many Ciscrepancies 
in Rosen's evidence, the Comission is not satisfied that he has given the trues 
facts which prompted his decision to chenge his enployment. 


His enswer to the question in his applicetion respecting convictions 
is misleading. He adutts a conviction for gambling when the fact 1s he 
wes convicted in August 1940 for recording bets, There is a considerable 
difference between gambling in the ordinary sense of the word end being a 
part of organized gambling - 4 difference which should be appreciated when 
the question of tracing in securities is involved. The distinction, however, 
is not the importent consideretion. The importent consideration 1s that from 
the outset Rosen saw fit to establish a folse position with the Commission. 


u 


We are not unmindful of his war service; but in 1940 at the age of 
twenty-seven, when out of employment, he eviaently preferred organized gambling 
to enlistinent. Hs was also chargeé with theft in 1940, This was disclose 

on appeal and not in his application or to the Registrar. Ho offered a most 
plausible explanation of having taken a bond coupon to the bank to have it 
cashed, as « favour for someone who had dropped into his father's shop, and 

44% turned out the bond wes stolen property. His story has been checked with 
police records, which disclose that he won the stolen bonds in a gembling game. 


+ ig not in the interest of the Public that this applicant, lacking 
the necessary guelificetions, and with his past associations and record should 
be licensed to gell securities. He has over-all displayed an attitude, in 
matters of consequence, typical of the attitude this Commission must combat, 


4¢ the standard of trading is to be reised to any appreciable degree. 


The appeal is dismissed. 


January 29th, 1946, 
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furnishing information regarding his employment during the five years prior 

to his first epplication in 1954, caitied to cisclose that during a considerable 
part of the five years he was out of circulation as an insurance salesman, he 
was laying the foundation for « continuing subsequent program of non-di.sclosure. 
We do not believe that the Security business should become a haven of refuge for 
people whose conduct prevents them carrying on their former activities, at any 
rate because of feilure on the part of an applicant to make full disclosure of 
migdesds and convictions. 


We are all of the opinion that the registration should be canceiled, 


February 27, 1946, 
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THE SECURITIES 2oT, 1945 
Me Fe BURROWS & CO“wPANY - MULVIN FRANK BURROWS) 
JUDGMENT ON REVIEW 
Hearing Jan. 31st and Feb. loth, 1946 





ee 





od 


Qn this Review we must determine whether the continuation off this broker's 
registration is in the words of Section 10 of tne Act "in the public interest." 


a gh ns 5s aie s A ‘ 7 e ° 
fhe greeter part of the evidence consisted of complaints ageinst the former 
hrokernigs Aes ss pal * BP ae * > x | Rp ch ee 
brokerage house of Burrows, Broscley and Compeny of which Burrows was a purtner o 
: : ae Wecteae tince ; d.4 - eee ; 1, f ¢ ® . 
Generally speaking, the record of this firm was one cf thoiler room"! thacoi.es 

J ow trad at was ie a 4 Sty enn + Ai a Ay, 
and high pressure sdvertising anc circulers,. Complaints were voluminous #s 
were aiso wamings by the Commissioner. Finally, in Merch of 1957 the 
eas | Ct a i wy OY “ Va is 4 ~ ‘ 
Comaisgioner issued en order that the registration was not to be renewede 


Sh sa sees eae) tat Bags Py eee ae “4 ae 44} ; ‘ 
Burrows in his explanations indicated that he wes completely out of sympathy 
with the methods employed. In fact he says that the registration was token 
Fi tee ee + ny Aa os 144 ct > aT a he cal Sie zt = V7 a ‘ 
away because of Lis om representetions to the Commissions On bis om story 

* “i 4 1 sae pe Eps Rite (a) nev p 7” % y kt - 
ape aS COMO HUGE OI Le he ves out of sympathy with the methods employed, 
he must heve enjoyed the finencial advantages vbich acerued for some three years 
at any rate. 


burrows! big difficulty seems to be a Leck of responsibility both to the 
public end to the mining industry. A broker in mining issues has a high duty 
in both ceases. When he received vegistration for his present company, the 
Commissioner took the trouble to write his solicitor a letter under date of 


2 


April 23rd, 1957, warning him ageinst the methods employed by the former firm. 
Burvows says he hrs done no selling by telephone whatsoever in the new firm, 
ile accept his statement as to that but are still of opinion that he is lacking 
in responsibility. 


e wes cherged with a violation of ‘he Socuriti2s Act in Chathem in 1944, 
He wes convicted by the Magistrate but on apper1 before the County Court Juage 
he was ecquitted. The fact that he was charged, convicted end subsequently 
aequitted has created no prejudice we think on our part towards Burrows, In 
hig Reasons for Judgment the learned County Court Judge made reference to a 
matter which he seid suite properly was irrelevant to the charge before him, 
Reference was made to the set-up of Burco Prospecting Syndicate, namely that of 
1000 units authorized 500 had been issued to Burrows himself for a property cnd 
400 to one, J.eeAyrhart for another property. That left but 100 units for sale 
at $10,00, Under the Securities Act 26 it thon was, syndicates were permitted 
to sell securities without registration for the purpose of financing prospecting 
expeditions or for preliminary mining development, It may be thet Burrows was 
operating within strict legal rights but sucha set-up impresses us most un- 
favourably, as the amount of money raised could eccomplish but little in the 
woy of mining development ond prospecting was nob involved. We regard the 
troensaction oS a pure evasion of the spirit of the legislation in regard to 
mining syndicetes end es evidence of a lack of responsibility on tue part of 
Burrows towerds the public end constructive mining development as well. 


A day or so after we had heard the evidence in the Review of Burrows! 
registration and regarded the hearing as over, our attention wes called to an 
advertisement of Burrows appearing in one of the local mining papers. Our 
analysis convinced us that the advertisement wes misleading and contained 
flegrant misrepresentations. Accordingly we summoned Burrows to appear again 
before us in connection with txe advertisements He thon quite freely ocmitted, 
og cic his Counsel, that the sdvertisement wes misleading and did contain 
misrepresentetions. His excuse was that he had telephoned the information 
on which the advertisement was based to the Editor of the newspaper and that 
it was the fault of the Editor that the sdvertisement was what it was. He 
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pleaded in extenuation that there was no tine for checking or proofreading, 


as the vaper had to go to press immediately. 


This incident is quite consistent with the general pattern of reckl] essness 


sowards the public displayed during his time as 4 broker witn Pee wy 
Broaaley & saan end later in his activities as the ower of M. iS chara és 
‘3 


Company. As we have said in another shoes we cannot permit brokers to 
escane Peenakiiny for fraudulent cirenlars because they allege the feuit 
lieg with someone they omploye 

Apter serious consideration of the evidence, we have ell come to the 
conciusion that it is not in the public interest that Burrows! registraticn 
with the Commission snould be eapieinaed; Accordingly an Order will go for 


its cenecllation forthwith. 


February 27th, 1946, 
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THE SECURITIES ACT - 1945 
RE THOMAS STANLEY DAVIES - London 


Hearing January 28th, 1946 


This is an appeal from the Registrar. We consider 

Colonel Annundson the hegistrar has properly exercised his discrotion 
om eLusing LO register Mr. Davies as a/ysalesman: No one is in 4 
better position to judge the merits of the application than the 
Pesisorar woo represented the Conmission at London during the period 
ees revisw, and who a instrumental in clearing up a serious 

eituauion in Western Ontario at the time. Davies plaved a minor, out 
é no means insignificant part in creating the serias situation. 


Daviest absolute candor, during the hearing operates 

Pree avOur. 2G COGS Nis creditable wer services.) but his candor 

LOG be accepted as indicating a complete change of heart, as he 
lod feally no akternative, in view of the Registrar's first hand 
knowledge, of the facts we are obliged to consider. No useful purpose 
may now be served by a detailed review of the charges, complaints and ~ 
convictions, as the facts are not in issue, Davies having conceded 
that the record before the Commission is accurate. ‘the material facts 
Bre that he was charecd both with fraud and theft, under the Criminal 
Code. ‘The charges were withdrawn, presumably after restitution hao 
been made. He wes convicted on two counts for violation of the 
Securities Act, and given suspended sentence under two other charges. 
Tt is true that all these charges were laid at the same time, but 
hoa record Gannot be attributed to a temporary lapse, for after his 
experience with Huntley Securities he rejoined his former associates. 
During this latter period he traded without a license and even went 
to the length of assuming the alias "J.S. Dey". 


War service is properly a balancing factor in favour 
any annlicant, but it cannot offset the formidable record, With 
ish we are confronted, unless the purpose and intent of the present 
neo 18 disregarded. 


Davies was of a mature age when he employed thes 
bjectionable selling methods. “he most charitable thing that ie be 
bald of him is that he was easily led. Although there may) be certain 
indications that his outlook has undergone a change, we are not 
prepared to accept the grave responsibility of granting him a License. 


The appeal is Gismissed. 


February 4th, 1946. 
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SaACURITTIS Act 1945 


ASAE Te eek Co eR 





Rib J. We ARMETRONG & COMPANY 


Judgment on Review. 


Gearing January 26th, 1946. 


FEN eases are SVS aye sees ri wen 1X 3 
ibis LS 4&4 heview of tne named broker's 


ADOVEe 


Paeraniom bursuant to @ summons to show cause under section G2; 
die Hg) ALINSL PONG Was rei steered: as al eensral birteker in 
17 TOAA srt cr sar TE reves (ee 4 Lint vil. " pen ee) Re “ ‘ ene, oe pt ge ae 
mine 1944, He had previously beén engaged in seliing securities 
i OSS q eo pee yyy sh pei 2 i ‘ pe ase Gee oe relents Gee" ohn 
Since Pooeewuhing wiich periéd) several complaints were received by 
a avant Saas % W ee rs ‘e ee. weed P Loi E Gp talery . rey cae 
brie Gommission, We do not propose to review each individual com-- 






Mx. “Llis was a customer of Armstrong in a smali way. 
hortly after Eliis' death Armstrong called on his widow, whose only 
asset of any cunsequenve was $5,000,000 Life insurance she had recoived 

Yon the death of her husband. dis tactics in this instance are 
Mimiiac to those used on certain other occasions, He first sold her 


favourably known stock (Wright Hargreaves) in the amount of 


$1,250.00, and then within a few days persuaded her to switch to 
Beante ic, which was not only a highly speculative, and eventually 
Worthless investment, but the shares sold were pooled snares, 


Restitution was made after the Commission intervened, 


His transactions with Miss Connerty and her motber 


Mere on a comparatively large scale, This is the chly case waich has 
Bome G2 our notice in the course of the current Review of resistraviones, 
thet the salesman is said to have had the effrontery of disparaging 
investments in victory bonds and war savings certificates, The 


allegation rings fairly true when read in conjunction with the 


allegation of the Montreal. Better Business Bureau that he had told a 
prospective customer in 1955 that Bank deposits were not safe, Miss 


Sonnerty and her mother were even 
Imperial Tobacco, Bell telephone, Loblaw 
Dominion Bonds, all of which they had either 
investors or acquired on competent advice. They ended up with over 
twenty-five hundred shares of Sante ¥e, acquired at a price of ./0% 


tually traded out of Imperial vil, 
wav Fanny Harmer and 


tug 
inherited from prudense 


Per share, Besides the question of 


oil stocks and other holdings. 


the securities Act in connection 


With tnes 


alleged violation of 
Gransaction, the facts 
and unfortunately succe 


in themselves show a deliberate, persistent 


ssful plan to victimize these people. 


In connection with lirs. oteele, Armstrong insists that 
the Wyandotte bonds she received in an exchange were an excellent 
security. The transaction was on 4 small scale, and was a grossly 
Mcviaent one for her, when the sale of thirty shares of Wyandotes 
Common at $5.00 was included in the transaction. He does not deny vhe 

statement in the Commission's record that the Common snares were 

‘only worth .50¢ and in fact he offered these shares to Mrs. Connerty 
at ¥1.00. There again are charges of violation of the securities 


“rf 
4. 


Act, Mrs, steele was one of three who laid charges against armstrong. 
; The other two complaints were Miss Young and. Miss 
etrerty,. The latter is a distressing case, being confined to 


armstrong denies having 


hospital since 1912 with a broken backe 
is merely evasion, as he 


Sold Miss Lafferty; 


put his explanation 


with wiss Young, 


he knew that Miss Young was 


actually closed the sale 


acting on Miss Lafferty's behalf. H 
at Chatham on five charges of violat 


t 


e appeared before the Magistrate 
son of the provisions of the 


Securities Act. 


Testitution being made and upon paym 


He was arraigned 


on two charges, 


ent-of costs the 


and upon complete 
Magistrate 
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THE SECURITIES ACT, 1945 
RE W.E. DAVISON & COMPANY 
JUDGMENT ON REVIEW 


Hearing January 14th, 1946 





This is a Review of the Kegistration of the above Broker 
as required of the Commission under Section $2 of the Act. 


As pointed out in the Reasons given in the case of Ivan 
Tayael the Commission is of the opinion that its duty is to determine 
whether it is in the public interest that the registration under Review 
should be cancelled or continued in force. While the proker in this 
eage seemed to take a strong position that the Commission should not 
‘eview complaints arising at times prior to restoration or renewal of 
his registration, we are of quite a different opinion. The Legislature 
‘by Section 62 has imposed on us a duty to review and we intend to do 
this as thoroughly as we can from the available records. In addition to 
this we do not think we are in any way estopped by or bound by the 
‘decisions of former Commissions. 


> . An impression seems to have grown up among brokers and 
galesmen generally that if restitution has been made to complainants’ in 
questionable transactions, such a degree of respectability and honourable 
dealing has been evidenced that the broker or salesman is entitled to 
approbation rather than disciplinc and under no such circumstances 
‘should cancellation be ordered. “le do not accept any such philosophy. 
The Act which we are charged with administering obliges us as a primary 
consideration to protect the public interest. The Commission is not 
fe erator of private rights. That is a matter for the Courts. 

| 





Neither do we intend to go beyond the powers conferred on us by the Act 
end constitute ourselves a benevolent collection agency. 


. The broker in this eview has been in trouble with the 
S-onrities Commission in Manitoba in’ 1934-36. When confronted with 
tas evidence, his explanations were contradictory anc far from convinolng. 


There were quite a number of cases in Ontario where 
complaints were made and as a4 result restitution followed. <A very 
giaring case is that of a complaint made on pehalf of Mrs. Jennie H. 
Kidd of Port Hope, Ontario. While the applicant seemed to take some 
oride in the fact that he had been an exceptionally generous person 
after the harm had been done, we regard the whole transaction as being 
one of a most callous and unscrupulous character, particularly when it 
4g considered that her age was 7e years. 


Generally speaking we are all of the opinion that this 
man -is not of the kind who should continue to be given an opportunity 
to employ the selling methods which he has employed in the past. 
Accordingly his registration as 4 proker is hereby revoked. 


January 29th, 1946. 
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PHILIP H. DOViR 


P,. H, DOVAR and COMPANY 


A ne vk Tee OY eT OT 


Review of Registration. 
















_ this is a review of Registration pursuant to the 
provisions of Section 82 of the Act of 1945, 


The fact that this applicant gave a misleading answer 
to the question in his application form regarding former convictions, 
raises an important question of policy. The answer given raises. tie 
implication that the proceeding in question proved abortive. fhe 

Mact is Dover pleaded guilty, In our view the Commission should not 
be called upon to consider alleged mitigating circumstances surround- 


Ung 4 conviction, unless a full and accurate disclosure has been made 
othe first instance, 


The evidence now offered regarding the charge to which 

a plea of guilty was entered is not convincing. It evidently was not 
accepted completely in Jamary 19350, when a full investigation was made 
‘and only a temporary registration was granted, subject to the condition 
that a monthly report be made to the Commission, There is no evidence 
that Dover ever attempted to comply with the condition, and his 
registration lapsed in the same year (1950). 


| Even if there were mitigating circumstances surrounding 
his plea of guilty, his subsequent conduct must be reviewed to see 
whether the limited confidence placed in him at the time has been 
Mustified. There is a complaint against him in January 1932. He 
states he was selling his own stock at the t.me, evidently seeking to 
avoid tne consequence of a violation of the Act (selling without a 
license). But his evidence otherwise discloses that he was a jobber 
and on his bald statement the Commission is not entitled to treat this 
as an isolated trade within the narrow compass of &, 8. O. 1987, | 
‘chapter 265, section 8 (b), section 19 (b) of the present Act. More- 
over the transaction appears to be most irregular and restitution was 
made. 


There is a further complaint in February 1933, when he 
was still without a license. Then in 1940 there is the Murray complaint, 
when Dover and others were called and appeared before the Solicitor for 
the Commission, and a fairly comprehensive report was made, He mects 
this with a blanket denial, even to the extent of ever having appeared 
before the Commission. An administrative tribunal cannot function in 
the capacity we must function by virtue of the provisions of section 
82, unless it can place reliance in the records available. Dover's 
attitude in the Murray matter fully demonstrates that little, if ALY 
Teliance can be placed in the explanation offered by him during the 
nearing. 











In general he is at best a fair weather operator, as 
indicated by a period of ten years when he did not apply for a renewal 

f his registration. His means of support in the meantime is a matter 

f mere speculation. He is not likely to contribute stability to 
financing the Mining industry. His only venture as a broker in 
underwriting an issue is of the guestionable type, and he was unable — 
0 furnish detailed information as to the results of this single venture. 


The registration of P. H. Dover and Company as a broker 


Should be cancelled, and a renewal of Dover's registration as a 
esman refusede 


anuary 29th, 1946. 
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THE SECURITIUS ACT - 1945 
ae wWLS SMITHKSN 
J JDGMANT ON APPR fi, PROM VX REGISTRAR 


learing February 7th, 1946 


ee ee ee ee ee 





















Ss This in form is an appeal from the Registrar, in substence 
t is a review &t the request of the appellant of the circumstance under 
which he was formally denied a license, 


it appears et he was refused a license, ae to his 
connection with Allan roe on and potent Limited a1 mi Gol, Lore 
appellant seeks to establish thet the Commission took a “incorrect view 


Of his relationship with that Company and supports his contention by 
asserting Goeo vhe Conrissioner &t the time in fect altered his views 

Pac intimated that re 2giscration as a salesman would be granted, Shortly 
Ghereafter Smithken became interested in &@ commercial venture and con- 
Bequently the accuracy of his oresent contention was not put to the 

mest, There is no of fficial record indicating that the Commissioner had 
faltered his opinion, 


Smithken hes been interrogated on several occasion 
mince 1936, The memorendum made «ss a result of these ol ae con 
meins several conflicting statements, He, which is ‘tot unusual, 
challenges the accuracies of these records, We repeat the statement 
fede in P,H, Dover end Company that an administrative tribunal must 
place reliance on its own records. In this instance we are not obliged 
to: rely on memoranda, The same type of conflicting statements are LO 
‘be found in his evidence during the hearing, and the transcript of his 
sworn testinony before the Commission in Degember 1945, He was con- 
eronved with these conflicting statements, according to the acceovted 
practice on that behalf, 


we adopt: tne 


stion is reduced to a narrow issus,if 
had @ prop- 
m 
i 


aon 
; the appellant, namely; whether ne 
Pretery interest in the organizetion treading under the name of ALLE an Thempson 
ena Company Limited. The inference being his fitness rests solely upon 
the @stermination cf this question. We do not edm io that this 18 tate 
only consideration: but ere content to treat it as the main question to 
“be determined, Over a period he hés advanced three propositions, The 
first was that he advanced as , 000.00 to the Company ape as a loan, 
Whe second was to the effec that the advance was mede Lely in “ 
connection with the aa ae of the Colonial Gold Mines issue, he 
Meuird proposition given on tais hearing and the logical one to cousider 
“is that and we quote his words as noted without heving e.transceript of 
the evidence before us, "I put up money - was to ger pack investment, 
and share of profits," If he was attempting to establish the existence 
e a pertnersiip he coula scarcely have stated his position more 
precisely in order to bring himself within the definition of a partner- 
ship as defined by the Partnership Act, Tn other words he advanced 
Weapitel which was to be a first charge on the profits realized, after 
the return of capitel, he was to share in the surplus profits, Jshis 
transaction as described in his own words clearly establishes the 
“existence of a partnership between the individuel and the Limited Company. 
enet is the legal aspect, The factual aspect was not scriously questioned 
namely: that to all appearence he was the real force behind the apt 
“€@tions, and the person who possessed the necessary knowledge to operate 


the busincss in question, 


. The ques 
| issue as formulated b 


Throughout the contcntion of the Commission hés been thet 
zz r . a 
Smithken was a tPront" for some undisclosed principal. This contcntion 


wes not fully developed on the hearing, and 4 pi coves in the epee 
Not necessary, His only other venture in dealing 1h securitics, within 


‘Our knowledge, is definitely of the questionable veristy. 
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THE SECURITIES ACT - 1945 
THE SUMMIT SECURITIES (William J. Simpson) 


Judgment on Review 


Hearing January 24th, 1946 















































This is a review of the above named broker's registration 
pursuant to the provisions of Section 62 of the 1945 Act. 


, The first objection on record to the business methods of 
his broker is in respect of an Information Bulletin issued.regarding 
Migoma Summit Gold Mines Limited. The circular containing over seven 
folios was deemed to be so objectionable, that it was brought to the 
attention of The Yommission by a member of the Toronto Stock Exchange - 
after discussing it with a mining engineer. The Commission had already 
acted, as appears from a memorandum dated June 17th, 1938, authorizing 
instructions being issued to Simpson that any repetition of sich a : 
Statement would probably result in concellation of registretion. On 
September 30th, 1938, Simpson was advised by letter that no further 
advertising was to be sent out, unless passed on by the Commission. 


In February 1939, Summit Secur ties inserted a colourful 
notice in the Canadian Mining Recorder, referring to the performance of 
the Algoma Summit Mine in the years 1937 and 1935. .  There.is no evidence 
‘thet advertising in any form was authorized. Simpson does not suggest 
that it was authorized, and it would be absurd to suggest tiat it was, 
having regard to the nature of the notice, and the financial condition 
of the Mining Company at the time. 


At this stage Summit Securities was liable to have its 
registration revoked for disobedience to an order of the Commission. 
The fact that no action was taken in this and other similar cases, 18 
the obvious reason for enacting Section 82 of the present Act, not only 
empowering the present Commission to review existing registrations, but 
imposing a duty on us to make a review. 


Simpson's action in jgnoring the instructions of, the 
Commission was not a minor matter or oversight. He was taking a step 
whieh the Commission obviously would not have tolerated. At the time 
Algoma Summit had issued debentures in the amount of $117,000.00 to 
secure its indebtedness to ordinary trade creditors, it was in defauivs 
in payment of wages, and whatever the possibilities of the mine other- 
wise may have been, it had through lack of sound financing, mismanage-_ 
ment ov other causes reached a dead end. A meeting of shareholders had 
been called for the obvious purpose of ascertaining what, if anything, 
could be salvaged. 


In spite of these adverse conditions, for which he . 
apparently had no immediate solution, Simpson saw Pit to advertise in 
the manner indicated. He also wrote J.h- Guest of Dallas, Texas, in 4 
reply to an enquiry from Mr. Guest, during the same period. In respect 
of the matters covered in the letter, the writer did not retract from 
the position taken in the highly objectionable bulletin of 1938. ‘He e 
described the mine as a proven young gold producer, and neither directly 
nor by implication refers to the difficulties which were presently 


being encountered. 


A a Sten at if Summit 
Then when we turn from Algoma Summit Mine to 
Securities for the corresponding period, an equally re GeepenrG es 
@ition is disclosed. Summit Securities was charged and convic e ‘ or 
failure to account to the Department of National Hevenue for as 
Transfer Tax, for the period June end, ee to Tauern cori 
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| the fund was set aside, apart from the ordinary operating account. 
| This indicates that the ordinary creditors of Summit Securities may 
eventually bear the burden of the tax collected through Court 
| proceedings. 
| 


We consider that Simpson has demonstrated that he has 
Pees Jf Bny, conception of his duty to the investing publics, or 
the obligation incidental to operating a business involving the 
handling of funds belon*‘ing to others. We further consider that in 
foe sieht of his, past performance and his attitude during the hearing. 
it would. be futile to expect any real co-operation from him in the 
FUGUE « 


For these reasons the registration will be cancelled. 


| February 4th, 1946. 
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THE sECURITIWS ACT - 1945 
H.R. BAIN & COMPANY LIMITsD 
and 
BAIN, NEWLING & COMPANY 
JUDGMENT ON 2eVIaW 


Hearing January llth & 24th, 1946 


Ve CET RRR EEN REN NTE OS OE OT 8 ST CR ESEED WR 


This is a review of the registration of H.R. Bain& 
Company Limited and Bain, Newling & Company, pursuant to the provisions 
of section 82 of The securities act, 1945. 


The proceedings were consolidated on consent. The 
partnership is a member of the Toronto Stock sxchange and the limited 
company is deemed to be an affiliated company and thus subject to the 
Rules and Regulations of the #xchange so far as the same are applicable. 
The complaints now under Heview, with a few possible exceptions are 
directed against the limited company. This company has been in 
business since 1923. For the most part the company acts as principal 
sn the sale of issues it has underwritten. At first it dealt 
principally in Bonds, but in 1954 it extended its operation to under- 
writing mining issues. In this later enceavour it may be fairly said 
that it has offered something constructive to the mining industry, 
the issues offered appear to have been good prospects and were 
comparatively well financed; there is no indication that it ever 


embarked on a purely stock selling proposition. 


The complaints may conveniently be considered under two 
main headings. First, irregularities in the ordinary course of trading 
including offences at common law such as overreaching and/or taking 
an unconscionable profit, and statutory offences under the provisions 
of The securities Act. Next, there are complaints received from 
responsible authorities of other jurisdictions, concerning violations 
of their security legislation, over which this Commission has no 
direct control but which must be considered 4n the Light of ‘tne 
undertakings given by the broker at tue time and the consideration 
flowing from such undertakings. 


There are some thirty-one complaints within the first 
classification. In the case of eight of these the Commission inter- 
vened and restitution or some form of adjustment was made. The other 
twenty-three cases, in which no action was taken separately may not be 
of much weight, but the combined affect of them is fairly formidabic. 
It is neither practical nor necessary to attempt to analyse these — 
complaints individually. It is abundantly clear that some are without 
merit; on the other hand, 4t is equally obvious that they serve only 
as examples, or a pattern of tne methods employed. 


Restitution does not alter the nature of the transaction, 
nor is it likely to improve the standard of trading. Tt was submitted 
that it was the Company's policy to reverse a transaction, when a 
customer was dissatisfied. This contention is not only refuted by the 
facts in relation to specific cases in which the Commission intervened, ~ 
facts indicating a degres of compulsion; put is entirely inconsistent 
with views expressed in a letter to a customer, over ee eee ae 2 
H.R. Bain, dated January 27th, 1941, Exhibit 76 and the facts containe 
in some of the correspondence from customers to the Commission. 


A single clear cut case of irregular trading, especially 
if responsible officials are fixed with the blame, lends weight to 
other instances in which the record is not as complete. The arnt te 
axchange of Bonds (22nd July, 1932) serves as a striking crak eee rane 
an unconscionable profit. Mr. Newling participated in the nego if, 
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which cuts off the usual excuse of blaming the salesman. Mrs. Mussen 
was induced to exchange: - 


5,000 Abitibi at 26 - 26% 

10,000 Ontario Power Service at 68 - 684% 
for , 

5,000 Starr Manufacturing at 9 - 15 

10,000 Lord Nelson Hotel at. 41 - 45 


ehe prices are taken from & memorandum made on the 26th of July. ven 
at the broker is given the benefit of the range of price both ways 
this represents a profit of $2,850.00, <A memorandum made on the 2Sth 
of July, a week after the transaction notes that Bain sold 6,000 
Ontario Power at an average of 60,00. Why sales were made at this 
price is not disclosed, when the notes state that the Bonds were 
Bolling av 68,00 at the first of the weck and were still selling at 
624 - 64. However, assuming the sale at 60.00 was a bona fide 
Bransaction, there is still a profit of 2,050.00. At the time this 
memorandum was made Bain represented that the market on Lord Nelson 
had risen to from 58 ~ 60; but this is contradicted by the statement 
Bnet he Was svill trying to fill the order at 45. The position now 
taken by the broker is that the price was 58 - 60, which is not 
‘supported by any tangible evidence. There is no reason to accept the 
present evidence in face of the record made at the time. IY the price 
on the Lord Nelson of 60 is accepted, the profit resulting would be 
y550.00, after giving the broker the benefit of every possible doubt 
in respect of a transaction, which acocrding to Mr, Bain's cvidence 
warranted a profit of one point. On the basis of the record the 
transaction is indefensible. On the most favourable basis it still 
shows an unwarranted profit. Restitution was made. The transaction 
now stands as a sample of the trading methods which prompted so many 
complaints, often poorly expressed and incomplete. 


The complaint of Mrs. Brown, a widow, dependent on the 
income from her investments is not so complete; but it affords an 
excellent example of restitution under compulsion. Her solicitor had 
recovered $2,100.00 before complaining to the Commission. further 
restitution was made in the amount of $4,800.00. Included in her pur- 
chase made in February, 1932 was y6,000.00 Windsor Hotel Bonds at from 
92 - 98, The company had underwritten these Bonds and it would seem 
they were confronted with a loss, owing to the business depression at 
that time. The Brown transaction was described as outrageous then and 
no explanation has been offered which materially discounts that opinion. 
Tt would seem that the Company was dotermined to curtail its losses 
on its underwriting regardless of the methods it had to employ. 


The majority of the complaints are made in respect of 
sales of mining issues, involving violation of The Securities Act and 
overreaching. The case of the Younty Court Judge, over seventy years 
of age who was induced to purchase 2,000 shares of Darwin at .9o¢g is 
not a conclusive case of overreaching; but it was, at least, a 
questionable transaction and Mr. Newling assisted in effecting the sale. 
Restitution was made. Mrs, Axford's case is a clear caso of over- 
reaching, coupled with alleged violation of the Act. Her only asset 
beside a small house was $5,000.00 MacLaren uebec Bonds, she was 
traded out of this income paying investment into 2,000 Darwin at o00¢ 
and some Red Lake, sometime in 1955, probably towards the end of the 
year. Darwin treasury shares never sold higher than eDOG e It is 
suggested the financing of Darwin had been completed at ERIS Vine. . 
This appears doubtful, Jn any event, she was over sold; considering 
her circumstances the transaction from the outset was ruthless. 
Restitution in the amount of 1,500.00 was made. 


There are other cases of restitution but the Axford case 
serves as the best example. The complaint from New York state peed 
ing the buffalo branch office, in which restitution was made indicates 
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either fraud or gross carelessness, 


The letters of complaints respecting the twenty-three 
transactions in which no action was taken speak for themselves, The 
evidence offered by the brokers in fact contains very little which 
would not have been conceded in their favour in any event. An isolated 
charge of misrepresentation or an offence under the Act may have 
little effect, but the cumulative effect of these complaints may not 
properly be overlooked. Overreaching on the other hand is a question 
of fact, which may be determined from the general picture outlined in 
| the correspondence, even when the writer has no intention of 
establishing the necessary facts. The case of Mrs, Lancaster appears 
to be a plain case of over selling, over a period, The case of Miss 
Patterson is directly in point, she invested 92,400.00 in penny stocks, 
when she Was only able to work part time due to ill health. Mr. Newling 
is conversant with this transaction. He did not question her statement 
pregarding her sarning capacity, but merely stated in effect that she 
-understood what she was doing. Miss McAllister'ts case appears to be a 
pfurther example, considering the amount involved. It should also be 
‘noted that one, at least of the complainants,.a man of standing in his 
pcommunity, had not suffered financially, but saw fit to complain 
'regarding the aggresive methods used in attempting to effect a sale, 


| Pickic vrow, One of the earlier issues, turned 6ut to 
be a most profitable investment for those who were fortunate enough 
}to retain their holdings. This success was evidently of great 
passistance in selling subsequent issues. The case of Miss McAllister 
(may indicate a policy of switching customers to other issues, before 
(the real value of the mine was generally known. Mr. Newling evidently 
noted the trend of the evidence and appreciated the implication, as he 
‘offered the information that he had switched from Pickle Crow to Green 
‘Stabell. Miss McAllister whose transactions were on a large scale, 
‘did so on Mr, Newling's advice, so she states. Mr. Newling's statement 
‘proves nothing, as Green sStabell was eventually listed and sold as 
phigh at 91.80. An expericnced trader, such as he, might very well 
manage to take advantage of the most pronounced advance in price in 
feach issue, and there is nothing to indicate when he made the switch. 


The second type of complaint is not necessarily of 
-socondary importance, The activities of this company outside the 
Province has done more to discredit Ontario, than the operation of any 
other brokers, woich have come to our notice during the current review 
of registrations. The attitude of its responsible officers goes to. 
the very root of administrative law, They apparently gave their under- 
taking to discontinue unlicensed activities as a natter of routine, 
without any serious intention of implementing it, Their present 
attitude appears to be that by warning their salesmen, they had done 
all that was required. 



















Nothing could be further from the point. Lhe undertak- 
ing to their knowledge was communicated to the authorities demanding 
action. In return for their undertaking they received an implied, r 

if not an expressed consideration, namely: forbearance on the part of 
the col™plainants from prosecuting the offences in the respective 
jurisdictions. During the years 1940 - 1944 inclusive, there were 
wenty-two complaints, including complaints from every province ex0eDe 
rince Hdward Island, including complaints of selling issues unqualified 
n the province in question, selling without a provincial license ana 
telephoning to private homes. Mr. Bain suggests that many of the com- 
laints were forwarded long after the event and the practice had 
ctually been stopped. A reference to the issues veing offered penne 
ccurately fixes the period of the transactions, with the result a 

he objection is not well taken, 


Again the blame is placed on the salesman. It hae ees 
ve been a Simple matter to check the very substantial telephone ills 
neurred. The proposition that a firm cannot control its sg crop ao 
antamount to holding that the sale of securities cannot be regulated. 
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There was evidently no real attempt to curtail the salesman regarding this 
branch of the opere.tion. The proposition cannot be accepted in principle in 
the case of ordinary trading, nor is it borne out in fact, as the record shows 
that Mr. Newling wes involved in any of the trensactions,. 


The demage resulting from offences ageinst other security laws 
cannot be measured in dollars; but it 1s potentially great. It is a matter 
of common knowledge that United States interests look with disfavour on the 
manner in which sgeles are solicited by Canacian firms. Tt is reasonable to 
expect a high standard of trecing from a Company of long stunding and which 
has enjoyed some mezsure of success, The fow complaints reviewed in some detail 
both disclose a lack of eppreciation of the duty of a broker to his customer 
end selling methods of a low orcer. 


Tt is clear some disciplinary action must be taken in the 
face of the trading methods enployed by the Limited Company anc the lack of 
co-operation in the face of «n undertaking in the matter of complaints from 
other provinces. There are no compleints involving the partnership directly 
end the interest of the public will be safeguarded if they are recognized 
as ea separate legel entity and action 168 taken only against the actual 
offenders. The partnership, may, of course, extend its operetion so as. to 
include the field now occupied exclusively by the Compeny, but it is to be hoped 
that they will not revert to the same mothocs. 


The registration of Hi,R.Bein end Company Limited will be 
cancelled. 


Toronto, February 27, 1946. 
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ONTARIO 


ONTARIO SECURITIES COMMISSION 


THE SECURITIES ACT - 1945 
RE W.J.- NEALON = SALESMAN 


Hearing November 30, 1946 





This is a Review by the full Commission on the application 
of the above-named salesman of the decision of the Chairman refusing 
Mr. Nealon's registration as a salesman with the Commission. 

Mr. Nealon has had quite an undistinguished and checkered 
¢areer in the security business both as a broker on his own account 
and as a salesman. He appears to have been compelled to make 
restitution of monies on a number of occasions both before Police 
Court proceedings and during Police Court proceedings. He did enjoy 
registration with the Commission for a long period of time. His 
proker's registration was suspended for cause in 1938. He was 
convicted of offences against The Securities Act on at least one 
occasion and his application for registration as a galesman with 
Wampum Gold Mines Limited was refused in Mey of 1941. The 
record discloses that nothing daunted he gold stock in Wa'ipum 
Gold Mines Limited without registration. Registration was refused 
again in 1945 and again in October, 1946. 

In view of his record we do not deem it in the public 
interest that he should again have registration. The Order of 


the Commission refusing registration is confirmed. 


T.ronto, December 18th, 1946 
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ONTARIO 


ONTARIO. SECURITIES COMMISSION 


FOR RELEASE MONDAY, DECKMBER 





Y Bolo 


The Chairman of the Commission wishes to 
announce that Mr. E.H. Clark, formerly Chief Auditor 
and Acting Registrar and more recently Executive 
Assistant to the Chairman, has resigned on account 
of ill-hcalth and ig no longer connected with the 


Commission. 
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ONTARIO 


ONTARIO SECURITIES COMMISSION 


FOR RELEASE MONDAY, DECEMBER 30 [46 - 4015 Pems, 


Since the last Release by the Commission two 
more Reviews have taken place.. 

In the case of Island Gentral Prospecting 
Syndicate (Michael Hretehka) of Vancouver, BC», the 
decision refusing registration has been confirmed. 

The decision of the Chairman refusing 
registration to Mr. wey. Nealon, salesman, Toronto, 
unattached, has also been upheld by the full Commission. 

Written Reasons for both decisions are 


appendede 
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